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Remarks of Chairperson Ave Bie

Thank you for giving me the opportunity to address you today to provide you with a summary of
the provisions in me':propésed 1999-2001 biennial budget bill relating to the Public Service
Commissién (PSC). The proposed 1999-2001 budget recommends a 1.0 % growth in the PSC’s
general program operational appropriations, when compared to the base year doubled. If you
take into account the proposed reductions in the universal services fund program, the budget
proposal before you contains a net decrease of -8.2% over the base year doubled. The current
bndget pmposai aiso recommends 10 new posmc)ns fer our. agency 1 would like to take a few of

mmutes to hzghhghﬁ some of the budgez issues.

Request for $55,900 each year of the biennium to install Ethernet Technology at the
Commission.

The PSC is requesting this funding to install an Ethernet backbone as part of our efforts to meet
the DOA’s information technology standards. The PSC’s current backbone technology is
outdated, does not meet DOA standards and is not Y2K compliant. The PSC proposes to install

this upgrade pursuant to a 3 year master lease.

Telephone: (608) 266-5481 Fax: (6OB) 266-3957 TTY: (608) 267-1479
Home Page: http://www.pscstate.wi.us E-mail: pscrecs@pse.state.wi.us
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Request to create a gifts and grants appropriation for the Global Tel Link, Inc. settlement.
At our request, the Governor included a provision which created a gifts and grant appropriation
under s. 20.155 (1) (Lm). The PSC currently has a gifts and grants appropriation from the stray
voltage program funding in s. 20.155 (1) (Lb). The inclusion of this language would enable the
Public Serv:ce Comrmssmn to use the undistnbuted refunds ar:smg from a court settlement
between the State of Aiabama and a teiecammumcatwns provzder reiatmg to overcharges to
consumers. That settlemeni dlrected the baiance of any remaining funds remitted by the
provider to eight states, including Wisconsin, be spent on the promotion of consumer awareness
pursuant to an order of each state public service commission. Initial plans have been developed
for a comprehensive public awareness campaign to inform and educate Wisconsin consumers on

slamming, cramming, privacy, and long distant and local area calling provider choices. |

Request to provide $84,000 in one __time_ funding for Remodeling

To facilitate an even distribﬁtiﬁn of the Comm_issiml_’s legal wéﬁ_ﬁoéd, our agency has considered
the possible consolidation of our legal resources into a central work area under the Office of the
Chief Counsel. This proposed funding would provide our agency with the flexibility to place our
legal staff into one area and enable us to meet the growing workload demands of our program

divisions.
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Request for $39,500 to fuily fund the Mobile Home Park Regulation Program

Asa résuit of WI Act 229, the PSC was assigned the responsibility to regulate water and sewer
complaints from persons who live in mobile home parks. The request in our budget provides the
salary and fringe resources necessary for the project position created in Act 229. The position

authority terminates on June 30, 2001.

Req'uest '.f-'m; Slﬁ,b% ea_ch-'y.eéf_iof ti.ie' bi_en;’ii#m to obtain a new natural gas cost of service
model. | ..

This funding would enable our staff to conduct more thorough analysis of unbundled gas
services. Staff currently relies on a gas cost of service model that is over a decade old.
Moreover, the factors used in their current cost of service model are not relevant in today’s

- partially deregulated gas industry. - . .. -

Request by the Govemor to study:the creation of Electric Retail Choice in Wisconsin

The budgét ﬂifeﬁts 6ﬁr agency to doa 'study on implementing retail consumer choice for all
consumers of electricity in the state. The study would address a variety of issues concerning
electric restructuring and require our agency to submit a comprehensive report to the Governor
and the Legislature on how Wisconsin should address electric retail choice. The issues are large
and the stakes for everyone are high. I fully support this approach and will do my utmost to
provide all of you with a study report that can be used to shape the appropriate course of action

for Wisconsin.
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Request for Universal Services fund Changes

As part of 1993 Wisconsin Act 496, the Universal Service Fund was established. Under the Act,
the USF can be used for the purposes set forth in Wis. Stat. 5. 196.218(a) 1.-4., which includes
assisting customers located in high cost telecommunication markets; helping low income
customers and disabled customers obtain affordable access to a basic set of essential
telecommunication services; and assisting the depléyment of advanced service capabilities of a
modern telecommunications infrastructure throughout our state and to promote affordable access
throughout the state to high-quality education, library and health care information services. The

PSC administers the USF program.

(}ne of theprograms éstaﬁlji.,:éhe;c.i by tl.u.a. PSC zn .i\.&ay 1996 fs éften.refemi:d to..:as &e 30-26 1.9.
program and makes discounts on certain telecommunications services available to schools,
libraries and hospitals. The proposed budget recommendations would eliminate the program.
The PSC is supportive of this change. This proposed change is consistent with the
recommendation our agency offered in its report to the Govemor_. and Legislature in December
1998 to consolidate this program with TEACH. 1 also agree with the TEACH Board request to
transfer various statutory authority given to the PSC when TEACH was initially created to the

now operational TEACH Board.
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In the Governor’s budget it was proposed that a transfer of $1.624 million be made to the
TEACH program from the USF 30/20/10 program and that TEACH should pay the remaining
commitments to participants in the 30-20-10 program of $ 67,200 in FY 00 and $9,100 in FY 01.
Since the introduction of the budget bill, TEACH, PSC and DOA staff have met to discuss the
proposed transfer of the cash balance of the USF program, including the 30/20/10 program, to
the Teach program Both TEACH and PSC now agree that the funds that were thought to be
attrzbutable to tha 30—2{)«10 program Were not. The intent of this proposal was to simply transfer
the unspent cash assessment relating to the 30/20/ 1{} program. This actual cash balance for the
30/20/10 program is significantly less than $1.624 million. For these reasons, both TEACH and
the PSC recommend that the $1.624 million transfer not be made and that the PSC will pay for-
the remaining commitments to the participants of the 30-20-10 program. If the Universal

: Semces Fund cash balance is nsec% far ether pmposes the PSC wa need to mmate celiecuons

'from the te}ecommumcatmn prowders begmmn gin }uly, 1999 for the remainin g programs

I'am aware of the concerns raised in the Legislative Audit Burean. The PSC is currently
reviewing the concerns in the audit on each of the Universal Service Fund programs and are

making significant progress in this effort.



TESTIMONY OF

Marlene Cummings, Secretary of the
Department of Regulation and Licensing

Before the Joint Committee on Finance

Senator Brian Burke and
Representative John Gard, Co-chairs

Concerning

1999 Senate Bill 45
1999 Assembiy Bill 133 .

Roam 411 South- State Capltal
Tuesday, March 16, 1999 9; 30 A.M.

Thank you Senator Bur-ke and =Representative Gard and members of
the committee for this opportunity to present to you the major budget
initiatives of the Department of Regulation and Licensing. | am Marlene
Cummings, Secretary of the Department of Regulation and Licensing. In
the budget proposal before you the Department is proposing to build. on
prior initiatives to more effectively and efficiently serve our customers, the

..~ public and the states cradentlai holders frj;_c uda_r_}_g_._ _sey_e_ral_ l__ﬂformati(_)ﬂf R
- technology projects - Sl T e R T e T

Last year, the Joint Committee on Fmance authorized a p:iot pro;ect
to provide legal assastants and investigators to assist our Division of
Enforcement in moving cases more quickly through the legal action stage
of the complaint handlmg process. We believe this pilot has great merit and
has already made the complaint process more timely and efficient. The
number of cases closed with formal action increased 36%. Cases in the
legal action stage take only 79% as long to reach closure as in prior
quarters. Very importantly, in less than a year, 83% of the Department’s
old cases have been resolved. Therefore, the Department is requesting
that the pilot be renewed for 2 years during which time we will conduct an
ongoing evaluation of its results to present to this committee. The request
is for $229,800 in FY00 and $311,200 in FYO01.

1997 WI Act 311 provided for positions to assist the Medical
Examining Board in its activities and requires a toll free line to take
complaints involving physicians. The Department is requesting funding to
implement these provisions, $146,800 in FY00 and $131,300 in FYO1.



Building on our Information Technology infrastructure is a top priority.
First, we propose to enhance the agency’'s automated complaint tracking
system through an imaging process that will eliminate the paper process
currently used. Complaints will be organized centrally, routed, scheduled
and monitored electronically.

With an expectation of over 2200 complaints this next year for 97
different professnens and organizations, we anticipate this item will speed
the routing process, save storage space and time of staff, provide more
convenient access to board members and enforcement staff and provide
more timely service to comptamant customers. The Department is .
reaiiocatmg base budget resources to handle the majority of the costs for
this project, but is: requestmg $10 OOO in FYOO and $5 000 in FY 01to
complete the pro;ect o _

The second IT initiative of the Depar’(ment that 1 would hke to
emphasize will gr_eatly enhance customer access to our services. Inthe
past 5 years, the rapid growth of personal computer ownership for
business and home usage has grown dramatically as has use of the
internet. Currently, most of the Department’s static data is available on the
Internet. Last year we ran a successful pilot program which gave selected

_-._.hospntals access to our credential holder database. Our customers loved it

‘and, at the same time, staff time for respondmg to questaorws was reduced.
In the interest of more txmeiy, efﬂcsent service to customers, Internet
access to services is one very. important tool we want to further deveiop
We seek to use consultmg services to expiore the feasibility of a number of
services and to dothe programmmg necessary to implement the. most
practical ones. Vi abie services include: credential renewal (175,000/year),
name and address changes of credential holders, credential and complaint
application forms and responses to inquiries concerning the status of
credential holders. Again, we plan to reallocate base resources for a
portion of this project and are requesting $77,000 in FY00 and $70,000 in
FYO1.

A third initiative to better serve our customers is the establishment of
a call center to streamline the answering and distribution of the 20,000
phone calls received each month. The cail center will integrate inter-active
voice response and imaging technologies into the system. Hardware,
software and line charges will be $33,100 in FY00 and $7,800 for future
maintenance.



The Department is also requesting funds to maintain a data transfer
line with the Dept. of Health and Family Services required by 1997 WI Act
27(Budget Bill). This line is necessary for completing background checks
for those who work with or in a child care or health care facility. $10,200 is
being requested for each year of the biennium.

Of course, the budget bill includes changes to fees. Basic renewal,
reciprocal and initial appincat:on fees are changed to reflect the
approximate administrative and enforcement costs of the department that
are attributable to the regulation of a partacular occupation or business
during the biennium. These fee changes are required by law. The bill also
includes siatutory changes to provide fees that an applicant must pay to
process an apphcat;on on an exped;ted basis.

Over the iast bzenmum 8 new professnons were added to the
Department’s responsibilities. Resources must be made available to
accomplish the multiple tasks involved in regulating a profession. Handling
of customer/constituent applications and complaints in a timely manneris a
growing issue for the Department. Use of information technology has been
one effective tool to help address this issue but additional resources are.
necessary. Administrative support and costs including board member per
- diems; travel, ruiamakmg, application handling, printing, postage

" examination development and complaint resolution can only be effectavely

managed with additional resources. We are requesting $40,200 in each
year of the biennium to help cover these costs.

Techmca¥ amendments are requested to the requirements for
registratlon of cemeteﬂes to require a separate registration for each
cemetery at which 10 or more cemetery lots or mausoleum spaces are
sold or which has 10 or more burials during a calendar year. Current law
permits an entity that owns several cemetery grounds at different locations
to register as one cemetery.

A provision is included in the bill to create an uniform renewal date
and continuing education deadline for hearing instrument specialists,
audiologists and speech-language pathologists, provide a refund for
audiologists who were unnecessarily required to hold two licenses and
permit’ individuals who are not employees to assist speech language
pathologists and audiologists in practice.



The bill requires that the department submit a report to the legislature
by August 1, 2000 that includes proposed legislation on two subjects: (1)
To establish a re_g:ui.ar and orderly process for annually evaluating the
continued necessity of at least 25% of the credentialing boards in the
department and eliminating those that are determined to be unnecessary;
and (2) To replace the current two-year credential with four-year credential.

Thank you again for the opportunity to brief the committee on the
department’s budget proposals included in the Governor's Budget Bill,
Senate Bill 45 and Assembly Bill 133. If you have any questions | would be
happy to answer them. '
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E@@ 2001 ﬁ%mmanmmam Wg%g Sources
All Funds

1999-2001 Transportation Revenues $4.0 Billion -

OTHER FUNDS
$132.9 Milion 3.3%

BOND FUNDS
STATE FUNDS
{Primarily Motor $240.7 Million  6.0%
Fuel Taxand

Registr. Fees)
$2,546.4 Milion 63.6%

FEDERAL FUNDS
$1,084.1 Million 27.1%

mm&ncg_m_monmmma Wo_ |
- Total 4.004.1 Milion

 OtherAgercies _-324 Million

WSDOT 39717 Mion




1999-2001 ,?ms%@gm.g____%ggmm Sources
State Funds

Motor Fuel Taxes

$1,635.1 Mitlion
64.3%

Lapses

$6.0 Million
0.2%

' Vehicle Registr.
Fees
$724.1 Million 28.5%

Aeronautics/ " OTHER REVENUES:
Railroad o Q_we, . o
e O Tane MEVeEnue Drivers License $62.4 M
Taxes mn Fees gmvn Motor Vehicle 204 M
. . ~:Motor Carrier Fees 6.9 M
$40.4 Milion $136.3 Miltion ” ..ww_aﬂiaei Eamings 117 M
5.4% gwn‘ Dept. Revenues 259 M

1.6%




1999-2001 Transportation Expenditures
All Funds

1999-2001 Transportation Budget $3.97 Billion

DOT STATE

OPERATIONS
$387.7 Million  9.8%

STATE HIGHWAYS

$1,887.7 Million  47.5% DEBT

- SERVICE/RESERVES
$225.8 Million  5.7%

'LOCAL PROGRAMS
$1,470.5 Million  37.0%




1999-2001 Transportation Budget
Finance Highlights

No State Revenue Increase

Projected Indexing

-+ April 1, 1999 25.8 cents
~+ April 1, 2000 26.4 cents
~+ April 1, 2001 27.1 cents

Wisconsin has a very narrow funding base compared to other states. We rely almost
exclusively on fuel taxes and registration fees.

Relatively high gas tax but rank 5th m%ozmﬂg seven Midwestern states in total taxes
and fees on vehicles and 30th among all states.

Substantial funds to all modes of ﬁmmmmoﬁmman.

Ranks 10th among all states in terms of RH.@Q share of mass transit operating costs
?m%mﬁ%%mﬁﬁémm@ _
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1999-2001 Transportation Budget
Status of Federal Funding for FY 2000

Transportation appropriations process is just beginning

Bills will hopefully be approved by both houses by mid-summer

Bills must go to conference committee and then be signed by the President

Final passage expected in September.: _mgmw& Fiscal Year begins October 1

Actual federal-aid levels will not be w_%_@a until final bill is passed




Framework for Decision Making:
FY 1999-2001 Biennium

Recognized that there was only a mﬁﬂmm_ amount of money to address all
Department needs -- approximately $50M available after first draws

Budget allocates funding to both state and local programs

Some Local Programs, that received EomSE increases in the FY99 Federal
Expenditure Plan, were not given full programmatic or inflationary adjustments

Sought balance in funding among w@%?nﬁ aid programs: Transit, General
Transportation Aids and Elderly and Disabled

Maintenance mmm Highway O@@anm émw the top priority in terms of State
Highway Program needs

Partially addressed several key owﬁmﬁwm& needs: DMV, DSP, IT




1999-2001 Transportation Budget
Local Transportation Assistance

LOCAL TRANSPORTATION ASSISTANCE - ALL FUNDS
TOTAL BUDGET $1.47 BILLION

Governor’s Recommendation

 OTHER LOCAL TRANS.
CAPITAL ASST
$279.6 Million 19.0%

LOCALROADS
IMPROVEMENT
PROJECTS
$251.9 Million 17.1%.

OTHER AIDS
PROGRAMS

$54.6 Millien 3.7%

THANSIT AIDS
$217.3 Millien 14.8%

GENERAL
TRANSPORTATION AIDS
$667.1 Million 45.4%

1



1999-2001 Transportation Budget
Local Aids: General Transportation Aid

$14.1 million increased funding for biennium.

3% increase for counties in CY 2000, ﬁ: provide total funding of $81.1
million/year.

3% increase in rate per mile in CY mooo_ (from $1,596 to $1,644).

3% increase in funding for municipalities on share-of-costs aid.




1999-2001 Transportation Budget
Local Aids: Transit Aid

B,
¥ O ..m.mﬁwwﬁw.,w

$7.7 million increased state funding for biennium.

Funds 3.5% increase for CY 1999 wmm_mwma in last biennial budget.

Provides additional 3% increase for CY 2000.

No additional increase for CY 2001.

Policy intent: Ensure that combined state and federal funds will result in a
constant non-local share. -




1999-2001 _..ﬁmmm@@ﬁmm@m_mﬁ@ get
Local Aids: Elderly & Disabled Aid

$585,400 in increased state funding for E@gwmg.
Provides 3% increases in both 2000 and 2001.

Only aid program DOT & Oo<o§9,_ww._%omwawwommmmgm in both years.

Acknowledges importance of program.

i3
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£ 1999-2001 Transportation Budget
" State | Tighway Zmﬁ%mmﬁg %w Traffic Owﬁmﬁ@mw

$15.4 million increased funding in biennium.

More than an inflationary increase is ﬁn@.a@a because traveler expectations
and the size of the state highway w%mgamg growing. No increases have
been provided to recognize that since 1994 (only 3% annual increases were
provided for 1998 and 1999).

Snowplowing, marking, and signing are highly important to safety and
convenience of public.

14



1999-2001 Transportation Budget
Majors

The governor recommends reducing the share of the Major Highway Program
funding from revenue bond proceeds to 52% by FY 2001

The Department’s policy has been to zmmNm bonding for 55% of project costs

Since the reduction in bond funding was offset by corresponding increases in
state and federal funding, the bonding Emaomom will not impact DOT’s ability
to deliver the major highway program .

15




1999-2001 Transportation Budget
Division of Motor Vehicles

The department requires additional resources to address Customer Service
workload issues in several areas, including:

-+ failure to pay forfeiture driver license withdrawals;
~+ telephone service for customers; and
-+ customer service at field service locations.

The Governor also recommends the department establish a voluntary program
that charges a fee for processing driver license withdrawals associated with non-
traffic related local ordinance violations.

16



1999-2001 ﬁmﬁ%@ﬁmm%wgmi
Division of State Patrol

The Wisconsin State Patrol provides traffic law enforcement on the major
highway corridors 24-hours a day -- enforcing Wisconsin’s traffic and motor
carrier laws, assisting motorists and inspecting certain vehicles, to promote
highway safety for all highway users. -

The ever-increasing number of vehicles and vehicle miles traveled, and
increased assistance to county and BﬂEQ@& 5_8 enforcement agencies, have
challenged the resources of the State Patrol.

The Governor’s budget provides funding to train sufficient recruits to fill all
current vacancies and maintain a full complement of sworn officers in the
field. |

In order to improve highway safety and @m&n_,___ﬁmé enforcement, the Governor
has also recommended an additional 14 wﬂmﬁm_wm:o_ officers, increasing the
total complement from 386 to 400 officers.

i



1999-2001 ﬁg%ammrcm Budget
Division of Business Management

Additional resources are required for DOT to meet its critical information
technology (IT) needs, including: s@mu,.m&zm IT infrastructure; providing
sufficient compensation to retain key 5, _.uﬁ,mogm_ and addressing Y2K.

The Governor’s budget provides $1.2 EES& SEG annually, beginning in
FYO0I, to fund long term underlying IT infrastructure architecture
improvements necessary to HEEonwmmﬁm support existing programs and the
department’s Strategic Information Technology Plan.

- The budget also mBﬁawm additional ?w&mm ($442,000 SEG in FY00 and
$261,300 SEG in FYO01) for &monomom&% compensation awards (DCASs) to
retain key IT personnel

18



1999-2001 Transportation Budget

Limited state transportation resources
Balanced approach to funding key ?.omnmsmw
Top priority = Highway Maintenance

Addressed, in part, key operational needs

19



1999-01 Biennial Budget

Presentation to the Joint Commiittee on Finance
by Patricia Lipton, Executive Director

The Investiment Board now manages over $60 billion in assets, an amount that places
SWIB among the world’s largest money managemernt organizations.

Our work directly benefits the State in major ways:

* Nearly one in five Wisconsin residents is a Wisconsin Retirement System participant or
family member. Our performance directly affects their financial security.

» Strong investment returns increased retiree benefits by more than double the rate of
inflation over the last 15 years. As a result, over $1.0 billion of benefit payments now
enter the economies of communities across Wisconsin each year.

e For the third consecutive year, investment returns helped cut state and local taxpayer
contribution rates for the WRS in 1999. Over 80% of the cost of pension benefits that
today's retirees receive is funded from SWIB's investment earnings.

¢ SWIB made over $1.0 billion of new investments in Wisconsin companies in 1998. We
make special efforts to pursue investment opportunities in the State that provide market
rate returns for the funds we manage. For example, we are developing an initiative to
invest in_biotechnology companies—a plan that has the potential to eam attractive
-returns ané spur daveiapment of a Ieacfzng edga ;ndustry in Wisconsin.:

Three basic principles guide our investment strategy and resource planning:

1. A global and diversified investment strategy will earn the best return with the least risk
over the long-term. Within this strategy, there will be a growing role for private market
investments that offer greater returns but are more staff intensive to manage.

2. SWIB can provide competitive returns at much lower cost if our own staff manage most
investments.

3. Management flexibility is critical due to rapidly growing assets, changing markets, and
a fiercely competitive market for experienced investment staff,

Our budget is funded entirely from investment earnings:

« For each $100 invested, we spend just two cents for agency operations. Our total cost
of management, including fees paid to outside suppliers, is just 11 cents per $100
invested. Our total expenses are less than the median cost for large public pension
funds and are only a fraction of what mutual funds typically charge their investors.




Our resource needs in the next biennium are driven by tremendous growth in assets.
The funds we manage doubled in the last five years and increased by $10 billion in just
the last 18 months. We anticipate that we will have nearly $75 billion under

management by the end of the upcoming biennium.

The Governor’s 1999-01 budget helps SWIB in four major areas:

1. Recruit and Retain Experienced Investment Staff—{LFB Summary ltem #2).

We have lost 11 staff to the private sector in the last two and a half years. Several
received compensation packages more than double what we are able to offer. For the
third time in four years, we had to replace the director of our international stock
portfolio. In addition, our two most senior investment directors retired and the
investment director who currently has the greatest seniority is eligible to retire.

Budget constraints severely limit our ability to attract staff with the experience
necessary to manage extremely large portfolios in global markets. For example, both
of the international stock analysts we were able to hire had no prior experience. Seven
of cur nine domestic stock analysts had less than two years experience when they

joined SWIB.

Within our current salary budget we were unable to hire anyone to manage a
quantitative domestic equities portfolio. As a result, we had to contract out for this work

at greater cost than had we been able to pay a competitive salary to manage the
portfolio.

The staff we have been able to hire have strong potential, but there is no substitute for
having worked in the business. A greater concern is that the loss of another one or two
key people in any of our portfolios could create unacceptable risk.

A review by the Department of Employment Relations concluded that SWiB'’s
“current compensation package places the Board at a critical disadvantage in
recruiting and retaining experienced investment personnel.” DER recommended
improvements in base and bonus compensation.

The Governor's recommendation to increase the maximum performance bonus will
help reduce a significant compensation gap and move SWIB toward what other leading
state investment agencies provide. The bonus is paid only when portfolios surpass
rigorous performance benchmarks. Over the five years ending June 30, 1998, SWIB
returns exceeded performance benchmarks by $475 million. The cost of bonuses paid
in 1998 was less than 0.1% of the added return.

We request that the Joint Finance Committee also include funding recommended by
the DER to improve base compensation for investment staff. Using a conservative
estimate, the total gap between our investment staff salaries and the median salary in

Page 2



the private sector exceeded $2.0 million in 1997. DER has recommended a $600,000
annual increase in base salary funding to begin to address a portion of the gap.

. Address Critical Staffing Needs for Growing Portfolios—(LFB Surnmary ltem #4).

Our staffing level has not kept pace with assets, particularly in our international and
private equity portfolios. Only one person manages our global bonds portfolio. Our
non traditional and private equities portfolios are each managed by only two staff. This
limits our ability to assess market opportunities and puts SWIB at risk should the

portfolio manager leave.

The Governor's recommendation provides assistant portfolio managers for these three
areas to provide critically needed support.

. Continue to Improve Essential Information Systems—{LFB Summary ltem #6).

Two years ago, the Governor and Legislature approved funding to begin a substantial
upgrade of the systems we use for trade execution, portfolio management, accounting
and risk monitoring. The project is proceeding well and several critical applications are
now in use. We are on track to complete the next phase of the project in the 1999-01

biennium.

The Govemor's recommendation will enable us to implement the second phase of
critical IT applications and ensure that there is user support for the new systems once

they are in place.

. Provide Outside Management Flexibility—(LFB Summary ltem #5).

SWIB is nearing the statutory limit that restricts our use of outside advisors to 15% of
Retirement Fund assets. It is typically cheaper for SWIB to manage most assets with
our own staff. We use outside advisors to manage investments that invoive skills,
locations or intensity of staff attention that make internal management impractical or
less cost effective. Because portfolio managers have different styles, a dual approach
using both internal and external managers can be beneficial in areas such as
international markets.

The Governor's recommendation to increase the limit to 25% will provide flexibility to
choose investment strategies that generate the best net rate of return as markets
change. A 25% limit would still place SWIB below the average level of active outside
management used by other large public funds (35%). We expect to continue to
manage most assets internally because it is clearly more cost effective to do so.

Page 3



The Need for Resource Flexibility:

Ten years ago, the Investment Board was at a crossroads. Our compensation package
was not competitive and we were losing staff to the private sector. Our resources were
under stress and the future of our investment program was at risk.

The Governor and Legislature recognized then that our highly competitive business
required resources and management flexibility that went beyond the traditional approaches
of the state budget. Compensation incentives and management tools were improved to
put SWIB in the forefront of state investment agencies.

The Governor's budget helps us move in the right direction. However, we are approaching
another crossroads. As we plan for the next two years and beyond, we lack the flexibility
to readily choose the best mix of internal and external resources needed to eamn
competitive returns in changing markets. That flexibility is crucial because our Trustees
bear full fiduciary responsibility for the management of pension fund assets.

As was the case a decade ago, our ability to make and implement the best business
decisions for fund participants will again require innovation in our relationship with the
State. Our goal is to work with the Governor and the Legislature on a better way to
provide accountability and flexibility in future budgets so that SWIB can compete
successfully and continue to earn solid returns for fund participants.

March 24, 1999
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Senator Burke, Representative Gard, members of the Committee, good morning. | am
Eugene Lehrmann, Chairman of the Board on Aging and Long Term Care. With me today is
George Potaracke, the Executive Director of the Board.

The Board on Aging and Long Term Care was created by the Legislature under
section 16.009 of the Wisconsin Statutes. The agency’'s purpose is to provide advocacy,
fnformatson and counseimg services to Wlsconsans elderiy and dtsabied cztlzens and their
fam:i ies. We accompilsh thls mission by uszng two separaie programs the Long Term Care k
Ombudsman Program and the Medigap Helpline. The Ombudsman Program provides direct
advocacy and assistance to residents of long term care facilities and clients of the
Community Options Program. The Medigap Helpline provides insurance counseling and
referrals to older persons inquiring about Medicare supplemental insurance, Medicare
+Choice plans, classic Medicare, and numerous other insurance issues.

First of all, [ want to thank you for the consideration and support you have shown to

this agency in past budget deliberations. The current budget proposal presents new

opportunities as well as deficiencies. Including the Board on Aging and Long Term Care as

ADVOCATE FOR THE LONG TERM CARE CONSUMER



an integral part of the Family Care Advocacy system is an exciting new responsibility and we
accept that challenge. Also, adding a permanent staff position for the Medigap Helpline will
aliow us to serve the citizens of the State more fully and more effectively. We are, homiever,‘
very concerned at the lack of additional Ombudsman positions that were requested.

Ombudsmen face an ever-growing need to resclve complex issues in nursing homes,
CBRFs and COP clients’ homes. Although Ombudsman staff has increased, the agency has
nct @xpanded in preportton to the increase in the demand for services. The National Institute
of Medscane recommends that there be a minimum of one Ombudsman for every 2,000 long |
term care _-beds. Th-e-W-ascc}nsm Legasiaime Aud;t Bureau last year calculated that there are
approximately 92,000 potential clients of the Ombudsman Program. Using this estimate of
potential clients, the Ombudsman to client ratio will be 1 : 6,600 when the Ombudsmen now
being hired under authority of the last biennial budget are trained and working. With the
_.____acidltional efght pos t{ons origmaﬂy requested m ’:he new budget ‘the ratzon wotzfd have;._.
o Zdropped to1: 4 200 Whiie thzs wouid stlif be tw;ce the federai recommenda’uon we beheveﬂ
the requested Ombudsman positions would dramatically improve our capabiiities to serve our
most frail citizens. |

Current staff are required by time constraints to focus their efforts on nursing home
issues. Federal changes to the nursing home regulatory process caused a large expansion
of the Ombudsman role. Ombudsmen are now expected to participate in surveys and joint
complaint investigations with regulators. However, Ombudsmen have had to limit their
activity in this area due to the press of complaint work. During FY 1996 and FY 1997,
Ombudsmen counseled residents and families affected by the possibility of bed closings in

some 20 facilities. These activities are remarkably labor-intensive and further reduce the




Ombudsman’s time available. Provision of Ombudsman services to CBRF residents and
COP clients remains limited and few routine visits to CBRFs are possibie.
Although productivity has increased as Ombudsmen have been added to the program
and technology is used toc the extent spés;%ble, -famiiies and residents continue to report
.difﬁcuiiy in getting quick action on complaints unless the care and treatment situation is life-
threatening or potentially severely harmful to the resident. While Ombudsmen respond
quickly to all requests and concerns they receive, action on many concerns is deferred while
- the most “oritical care _i_ssu:e'é,. _a_a"é addressed.
| We recogﬁi.'z.e. .ihat_ the Governor has directed that this budget be constructed with an
emphasis on restricted growth of program expenditures. However, increased use of

Ombudsman services will further strain currently available resources. In good conscience

and after long discussion, the Board on Aging and Long Term Care conciudes that the only

_ _reasonabie means, of servmg the caizzens of ’1his state and meet:ng the Legzsiaiure ] mandate,_____ i

is 20 pmv:de an adeqﬁate number mf quaizf:ed staff W;th this in mmd the Board on Agmg and o

Long Term Care requests funds to hire four additional ombudsmen during FY 1999. The
agéncy requests an additional four Ombudsman for FY 2000.
Thank you for your attention. George and | will be pleased to answer any specific

questions you may have about the agency, its operations and budgetary needs.




Thomas L. Fletemeyer
Executive Director
Wisconsin Educational Communications Board

Testimony
Joint Committee on Finance
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The Educational Communications Board has discussed the provisions in the Governor’s Biennial
Budget affecting the Board. ltems of major significance are: (1) governance; and (2) funding for

the transition to digital television.

In regard to Governance, the Board’s position can be best characterized as open to change but

concerned about several of the provisions in the Governor’s recommendations. Specific

concerns were that:

» Both the transition board and the core Board of Directors should include representation from
the K-12 community, technical colleges, independent colleges, and supporting friends
organizations;

. Several provaslons could be chalienoed by, the Federal Cemmu:mcatwns Commlsszon whose
approvai is necessary if broadcastmg izcenses aré to be traﬂsferred | |

» The bylaws of the nonprofit corporation appear to be subject to approval only by the
transition board; '

o There should be safeguards for employee fringe benefits, especially accrued benefits such as

sick leave conversion and continued retirement credits.

Legal Counsel has advised that the FCC may challenge the make-up of the corporate board as
not being representative of the educational, cultural and civic segments of the communities
served by the public television stations. A second area of potential challenge relates to public
broadcasting assets. The FCC requires that broadcast licenses exercise clear control over
licensee functions such as program origination and transmission. Given that all assets of public

broadcasting, except the broadcast licenses themselves, would not be transferred to the nonprofit
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corporation, the FCC may give special scrutiny to the arrangements under which the corporation

would have access to the assets of public broadcasting.

The second major area of concern relates to funding for the transition to Digital Television. All
public television stations are under a federal mandate to transition to digital technology by 2003.
If we do not, we will lose our broadcasting licenses. Wisconsin Public Television is an integral
part of the state’s educational system providing instructional resources used by 37,000 public
school teachers in their classrooms. Thousands of technical college and university students take
credit courses over the air. About 60,000 Wisconsin citizens contribute financially to Wisconsin

Public Television.

Digital Television will make a new and powerful telecommunications delivery system available
to the state if funding is provided to enable us to make the transition. The Educational
Communications Board, the University of Wisconsin System, and Milwaukee Area Technical
College together requested $18.7 million ($17.3 million general fund supported borrowing and

$1.4 million FED) to fund phase one of the digital transition. This amount was based on a

national consultants” study and d@.s_igﬂ intended to én_ab'ié.'B_CB,'"th'é uw and MATC tomeet the

federal deadline. The Building Commission last week recommended that $9.3 million ($2.7
million general fund supported borrowing, $5.3 million gifts and grants, and $1.4 million FED).
The only amount that is actually available is the $2.7 million. The FED amount is contingent
upon success in a competitive grant application process. It is unlikely that the gift and grant
amourﬁ will be available. If we are to have a chance of making the deadline, additional funding
will have to be provided, otherwise the future existence of Public Television in Wisconsin is at

risk.



Dr. John Birkholz
Executive Committee Chair
Wisconsin Educational Communications Board
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I am John Birkholz, Chair of the Executive Committee of the Wisconsin Educational
Communications Board. | am here with Mr. Tom Fletemeyer, the Executive Director of the
ECB.

The Board met on February 19® and discussed the provisions of the Governor’s 1999-2001
Biennial Budget Bill affecting the ECB. Clearly, the governance provisions of the bill and the _
issue of funding the transition to digital broadcasting raise fundamental questions regarding the

nature and very existence of Public Broadcasting in Wisconsin.

The Board is well-informed on governance issues. Seven of its members were on the 10-
member Commission on Public Broadcasting which endorsed the concept of restructuring public
:hroadcastmg if a number of i 1mpm1:ant prmezpies were; adhered to. Chief among those were that:
editorial m’tegrlty be mamtamed access for educat;onal purposes be mamtamed employee nghts |
and benefits be protected; state funding be continued: the governing board be broadly
representative, particularly of the support base for public broadcasting; management be provided
the flexibility to manage efficiently and effectively, Within these, and other parameters, the
Board recognizes that public broadcasting operates successfully under a number of governance

arrangements around the country.

The Board has reservations about several specific provisions in the budget bill. Specifically: the
make-up of the transition board and the initial board of directors, potential FCC issues, and the

status of employees. Mr. Fletemeyer, our Executive Director will talk about these in more detail.

The Board first addressed the issue of funding for the transition to digital broadcasting in its

1997-99 Capital request. At that time, the calendar for the transition was still somewhat
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uncertain. That is no longer true. We now have firm date by which we must either be

broadcasting a digital signal or lose our broadcasting licenses. | am acutely aware of this reality

in my role as President of the Milwaukee Area Technical College which is faced, like ECB and

the UW, with making this expensive transition. The Educational Communications Board and the

Milwaukee Area Technical College are committed to making the deadline to ensure that public

broadcasting continues in Wisconsin. We are working together to do this in the most cost-

effective way. We need your help in this. Digital Television is an important new

telecommunications system for the state. It will be a major delivery system for K-12, technical,

and university education and training.

The last generation had the foresight to reserve broadcast channels for educational and public

use. We have benefited from this and now it is time to make that investment again for the future,
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Douglas La Follette
Secretary of State

Jack C. Voaight
State Treasurer

James E. Doyle
Atiorney General

Stephanie W. Thorn
Secretary

Pubfic Lands {608) 266-1370  Loans {608) 266-0034  Fux (608) 267-2787

March 10, 1999

Senator Brian Burke, Co-Chairperson
Joint Commitiee on Finance

PO Box 7882

Madison, W1 53707-7882

Representative John Gard, Co-Chairperson
Joint Committee on Finance

PC Box 8952

Madison, WI 53708-8952

Dear Senator Burke and Representative Gard:

The Board of Commissioners of Public Lands is in the process of replacing its Trust Fund Loan
Program application and accounting system with a Year 2000 compliant system. Year 2000
preparedness has been declared state government’s highest priority by the Governor. The IT plan
submitted with the agency’s 1999-2001-budget request also identified several other major project
areas, which were approved in the Governor’s Budget. To meet with state and industry business
standards for IT applications, the agency has invested in complex database, GIS and imaging
technologies, which require ongoing support above and beyond that which a maintenance
contract can provide.

The one key item in the Governor’s budget that is of great concern to the Board is the
recommendation to use consulting services to continue system support and administration. The
agency requested an IS professional to support and maintain its IT systems. We requested
$43,900 in the first vear of the biennium and $50,400 in the second year for a permanent position
but the Governor’s budget included only $47,000 annually for consulting services.

We request that this funding be approved but be applied to a project IS position for the agency.
We do not feel that the IT projects can be completed and maintained without an IS professional
on staff. Consulting services are considerably more costly, and the continuity of development
effort and system administration cannot be as easily maintained with part-time consultants. The
new position would not overlap the agency vendor services agreements or its partnership with
Info Tech’s Small Agency Support Initiative (SASI).

Mailing Address: Post Office Box §%43 » Madison, Wisconsin 53708-8943
Location: GEF I, Room 200 « 125 South Webster Street » Madison, W1
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The position would provide very critical services to internal staff in the areas of applications,
database/technical support and network support. It will also provide necessary service to staff
and customers in the area of desktop support and LAN management through a better-managed
partnership with SASI.

In short, internal IS staff would better enable the agency to manage the complexity and scope of
T support on an ongoing basis, and be much less costly.

With this in mind, we ask your support in converting the amount recommended for consulting
services to the creation of an IS position for the agency.

Sincerely,

/ QW« S- /M ' %73%—’
Dougl ollette ames E. Doyle Jack C. Voight
Secretary of State Attorney General State Treasurer

cc: Members of Joint Committee on Finance




DOUGLAS LA FOLLETTE

SECRETARY OF STATE
- AWISCOMNSIN :

MESSAGE TO THE JOINT FINANCE COMMITTEE

As Pres_enied By

DOUGLAS LA FOLLETTE, WISCONSIN SECRETARY OF STATE

Honorable Mémbers cf -the Co:rﬁﬁittee' :

Bemg generaliy gratlﬁeé by the Govemor’s budget pmposai as it perfains to the Ofﬁce of
Secretary of State I encourage ‘the Committee to endorse the Governor's proposal, wzth one ex-

ception:
' To preserve approximately 725,000 original decuments filed with the Office of Secretary

of Statc (some dating back to mid-1800s), the Of‘fice careﬁxlly researched and proposed a preser-
vanon project in the 2090«2001 budget | '
The Oﬁice s budget coniaancd a request fbr a prc]ect posmcm under the dec;sxon item re- .

- gardmg Recerds Preservatwn ’}‘I*us posxtm was proposeﬁ to enable the Office to do as much as

possible "in house™ on zhls preservation project, especially in the preparation of the documents |
prior to sendzng them off for ﬁimmg (This pasﬁmn would be respon31ble for removing all sta-
ples and grammets sheanng bmdmgs and ﬂattenmg documents. )

 The current fu_ndmg allotted for the preservanon project d{}e_s not include the cost of

document preparation by the company. In that the Governor did not endorse the project position

designated for document preparation, I must ask for additional fundmg o pay the production
company to do the document preparation work.

To pay the production company for 18 months of work, at their cost of $25 per hour,
comes to $75,000. Therefore, the Office respectfully asks that the Committee add an additional
$37,500 per year over the biennium to the records preservation project to cover the cost of
document preparation.

Thank you for your consideration of this request.

* % ¥

30'W. Miffiin Street, Madison, Wi Printed with Soy-based Ink ' ' (608) 266.8888
_ P.O.Box 7848, Madison, Wl 53707 160% Recycled, Chlorine Free FAX (608) 266-3159



STATE ENGINEERING ASSOCIATION
4510 REGENT STREET MADISON, WISCONSIN 53705

April 6, 1999

TO: Co-chairs Senator Brian Burke &
Representative John Gard
Joint Finance Commuttee

RE: Dept. of Employe Trust Funds Budget

The State Engineering Association wants.to communicate our support for the
following areas of the Dept. of Employe Trust Funds Budget to your committee:

. We support the ETF New Call Center. However to maintain the future
continuity of call service, the one permanent position cut by the Governor
should be reinstated, unless it is the intent of the Legislature to provide
poor service to annuitants and employees who now total 349,375
individuals.

.. We alse support-the 1.0 permanent position and 1.0 project positions to
o ”.suppm't the zncreased wark ltoad for duty disabihty in:both budget years.

. We disagree with the funding cuts by the Governor in the area of
replacement and training of any new Trust Fund counsellor. Without
proper training, the existing wealth of knowledge will be lost and the
level of service will diminish. We feel some provision should be replaced
inthe ETF Budget because it is program revenue, not GPR funds.

We appreciate this opportunity to communicate our concerns about the Wisconsin
Retirement System to your committee and want to thank you for your consideration.

Sincerely,

,E*?a mola Zoach anoloos

Linda Richardson, President
Wisconsin Rapids Section
STATE ENGINEERING ASSOCIATION

cc: Enc Stanchfield, Secretary
Dept. of Employe Trust Funds

. FOR WISCONSIN STATE EMPLOYES ENGAGED IN THE PROFESSION OF ENGINEERING

(608) 233-4636



STATE ENGINEERING ASSOCIATION
4510 REGENT STREET MADISON. WISCONSIN 53705 (608) 233.4696

April 6, 1999

TO: Co-chairs Senator.Brian Burke &
Representative John Gard '
Joint Finance Committee

RE: State of Wisconsin Investment Board Budget

The State Engineering Association wants to support the following areas of the
Investment Board budget:

. Recruit and retain experienced staff (LFB Summary Item #2)
T Wesuppertthebonusmcreaserecomended by the Governor.

We also support the proposed salary adjustment being proposed by DER
to fund base salary increases for closing the gap between SWIB salaries and
the private investors. ' ' :

2. Critical staffing needs (LFB Summary Item #4)
The Governor's budget recommendation provides three new positions for
Assistant Portfolio Managers.

3. We continue to support the IT project and the second phase to provide user
support & training (LFB Summary Item #6).

4. Outside Management.
We agree with flexibility; however, we don't agree with increasing the outside
management to 25% of the total retirement fund.

We totally support the more economical internal management of retirement
funds and outside management only used when there is an emergency.

FOR WISCONSIN STATE EMPLOYES ENGAGED IN THE PROFESSION OF ENGINEERING



Co-chairs Senator Brian Burke & -
Representative John Gard

Joint Finance Committee
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We trust that your committee would make the necessary changes to the SWIB
budget to provide them more flexibility for outside management only when they have a critical
shortage of qualified internal staff

We want to thank your committee for this opportunity to communicate our concerns
- about our retirement system and appreciate your consideration.

Sincerely,
%A wcda Eacharnchen

Linda Richardson, President
Wisconsin Rapids Section
STATE ENGINEERING ASSOCIATION

e Pat Lipton, Executive Director, SWIB .




